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I DIRECT TESTIMONY OF IVANA C. GEARHEART

FOR

3 THE OFFICE OF REGULATORY STAFF

DOCKET NO: 2013-201-WS

5 IN RE: APPLICATION OF UTILITIES SERVICES OF SOUTH CAROLINA,

6 INCORPORATED FOR ADJUSTMENT OF RATES AND CHARGES

8 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND

9 OCCUPATION.

10 A. My name is Ivana Gearheart. My business address is 1401 Main Street,

11 Suite 900, Columbia, South CaroIina, 29201. I am employed by the South

12 Carolina Office of Regulatory Staff ("ORS") as an Auditor.

13 Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

14 EXPERIENCE.

15 A. I received a Master's Degree in Business Administration with an emphasis

16 in Accounting from Winthrop University in 2006. Prior to joining ORS, I held a

17 variety of positions in finance, accounting, and auditing. I began my employment

18 as an auditor with ORS in June 2011 and have participated in audits of various

19 utility companies, which included water and wastewater rate cases and have

20 previously testified before the Public Service Commission of South Carolina

21 ("Commission" or nPSC").

22 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

23 PROCEEDING?
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I A. The purpose of my testimony is to set forth my findings and

2 recommendations resulting from ORS's examination of the application of Utilities

3 Services of South Carolina, Inc. ("VSSC" or "Company") in this docket. The

4 application was filed on June 28, 2013.

5 Q. PLEASE DESCRIBE THE PROCEDURES USED TO PERFORM THE

6 EXAMINATION OF USSC'S APPLICATION.

7 A. ORS's examination of USSC's application consisted of three major steps.

8 In step one, ORS verified that the operating experience and rate base, reported by

9 USSC in its application, were supported by the Company's accounting books and

10 records for the test year. In the second step, ORS tested the underlying

11 transactions in the books and records for the same period to ensure that the

12 transactions were adequately supported, had a stated business purpose, were

13 allowable for ratemaking purposes, and were properly recorded. Lastly, our

14 examination consisted of adjusting, as necessary, the revenues, expenditures, and

15 capital investments to normalize the Company's operating experience and rate

16 base in accordance with generally accepted regulatory principles and previous

17 Commission orders.

18 Q. PLEASE IDENTIFY THE EXHIBITS ATTACHED TO YOUR

19 TESTIMONY.

20 A. I have attached the following exhibits to my testimony relating to USSC's

21

22

23

Application:

~ Audit Exhibit ICG-I: Operating Experience, Rate Base, and Rates of Return

for Combined Operations

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201



Direct Testimony of ivana C. Gearheart

October 3, 2013

Docket No. 20'13-201-WS Utilities Services of South Carolina, inc.

Page 3 of 13

I ~ Audit Exhibit ICG-2: Operating Experience, Rate Base, and Rates of Return

2 for Water Operations

3 ~ Audit Exhibit ICG-3: Operating Experience, Rate Base, and Rates of Return

for Sewer Operations

5 ~ Audit Exhibit ICG-4: Explanation ofAccounting and Pro Forma Adjustments

6 ~ Audit Exhibit ICG-5: Depreciation and Amortization Expense Adjustments

7 ~ Audit Exhibit ICG-6: Computation of Income Taxes

8 ~ Audit Exhibit ICG-7: Cash Working Capital Allowance

9 ~ Audit Exhibit ICG-8: Return on Equity

10 These exhibits were either prepared by me or were prepared under my direction

11 and supervision in compliance with recognized accounting and regulatory

12 procedures for water and wastewater utility rate cases. These exhibits show

13 various aspects of USSC*s operations and financial position.

14 Q. PLEASE DESCRIBE THE FORMAT OF AUDIT EXHIBIT ICG-I AND

15 ELABORATE ON THE CALCULATIONS.

17

18

19

20

21

22

Audit Exhibit ICG-I details VSSC's operating experience, rate base, and

rates of return for water and sewer operations for the test year ended December 31,

2012. The exhibit's format is designed to reflect the Application per books and

ORS's proposed accounting and pro forma adjustments to normalize the results of

USSC's test year operations.

Column (I) details the Application per books provided by USSC for the test year

ended December 31, 2012.
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I Column (2) details ORS's pmposed accounting and pro forma adjustments

2 designed to normalize the Application per books. An explanation of each

3 adjustment is contained in Audit Exhibit ICG-4.

4 Column (3) details ORS's results for a normalized test year for USSC by adding

5 columns (I) and (2). After the accounting and pro forma adjustments, Net Income

6 for Return of $420,849 was computed using Total Operating Revenues of

7 $3,305,750, less Total Operating Expenses of $2,885,006, plus customer growth of

8 $ 105. Total Rate Base of $ 10,408,877 produced a Return on Rate Base of 4.04%.

9 As shown on Audit Exhibit ICG-8, the resulting Return on Equity was 1.25%.

10 Column (4) details the Company's proposed increase recalculated by ORS and the

11 calculation of taxes and customer growth associated with the proposed increase.

12 An explanation of each adjustment is contained in Audit Exhibit ICG-4.

13 Column (5) details the effect of the Company's proposed rate increase by adding

14 columns (3) and (4). Net Income for Return of $ 1,380,437 was computed using

15 Total Operating Revenues of $4,874,437, less Total Operating Expenses of

16 $3,494,358, plus customer growth of $358. Total Rate Base of $ 10,408,877

17 produced a Return on Rate Base of 13.26%. As shown on Audit Exhibit ICG -8,

18 the resulting return on equity was 20.63%.

19 Q. PLEASE EXPLAIN THE ADJUSTMENTS IN AUDIT EXHIBIT ICG-4.

20 A. For comparative purposes, ORS and the Company's adjustments are both

21 presented in Audit Exhibit ICG-4.

22 A~st tl — rh ORSwt dW t t n p~ tp p

23 water and sewer service revenues for the test year. Details of the adjustments
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totaling $90,418 are discussed in the direct testimony of ORS Water and

Wastewater witness, Willie Morgan.

A~d' t2 — Th ORSWt dW t t Dp~ tp p t dj t

miscellaneous revenues for the test year. Details of the adjustment for $ 11,140 are

discussed in the direct testimony of ORS Water and Wastewater witness, Willie

Morgan.

A~d' t3 — ORSp p t dj t II tibi t itd hhth

10

Company's revenues atter ORS's proposed accounting and pro forma

adjustments. The adjustment of ($ 1,313) was provided by ORS Water and

Wastewater witness, Willie Morgan.

A~d' td — ORSp p t dj t p t ' 'y Ii*i 6th

12

13

14

15

16

17

latest available salary information as of May 2013. Each operator's total salary is

allocated to USSC based on its percentage of Equivalent Residential Connections

("ERC"). The ERC percentage is calculated by dividing the number of customers

served by USSC by the total number of customers served by all subsidiaries to

which the employee is assigned. ORS computed annualized salaries of $391,826,

less per book salaries of $430,291, for an adjustment of ($38,465).

18 ~Ad' IS — ORS st 'thth C p y'j t tt pdt p h

19

20

21

22

power costs for ($2,086).

A~d' td — ORSp p t 6 it p -II bi

expenses of ($6,230) and expenditures of ($29,826) which should have been

capitalized. ORS proposes to increase maintenance expenses by $84,607, to
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reclassify expenditures incorrectly classified as additions to plant in service. The net

effect of these adjustments is an increase to maintenance expense of $48,551.

A~d' tf — ORSp p I* DHECS f O'H' Wt F f

($ 19,944) from maintenance testing expenses. These fees are not an expense to the

utility, but are fees collected by the utility and remitted to DHEC. The fees are a

pass-through.

A~d' tg — ORSp 9 t (83,9283 f h I I p . Th

documents provided in support of these expenses indicated that the purchases were

made for another utility.

10 A~d' 79 — ORSp p I dj tf II tdt pdtl p

12

13

14

15

16

17

18

19

20

21

22

23

including fuel and auto repairs. Transportation expense per vehicle is calculated by

taking the total transportation expense for Utilities, Inc. and dividing it by the

number of vehicles in the Utilities, Inc. fleet. The total transportation expense per

vehicle of $5,893 is then allocated to USSC based on the employee that operates the

vehicle and the time they spend working for USSC. ORS computed total

transportation expense of $63,819 for USSC, less the per book amount of $70,106

for an adjustment ($6,287).

~Ad' tlg — DRsp p I dj t p tlg 9 h gdt pl tf
time spent on capital projects and rate cases. Capitalized time reflects operators'nd

office employees'alaries, taxes & benefits. ORS made the adjustment using

the capitalized time report for the most recent period of September 1, 2012 through

August 31, 2013. ORS calculated operating expenses charged to plant of

($ 182,272), less per book amount of ($ 134,184), for an adjustment of ($48,088).
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~Ad' t ll — ORS p p t dj t*ffi I 'y II*I S

of May 2013. Each office employee's total salary was allocated to USSC based on

its percentage of ERCs. ORS computed annualized salaries of $233,703, less per

book salaries of$ 188,998, for an adjustment of$ 44,705.

A~d' tl2-ORSp 9 t - II bl t f OHECfi

contributions, advertising, and holiday events from office supplies and other office

expenses of ($ 11,591).

~Ad' Ill — ORSp p dj t tt t p f349,62$ .

10

12

13

14

15

16

17

18

19

20

21

22

This adjustment consists of two (2) parts. In part one (I), ORS reviewed prior rate

case expenses of $238,648 from Docket No. 2007-286-WS related to the

reconsideration, appeal, and remand. ORS removed undocumented expenses.

These expenses included legal fees, capitalized time and consulting fees. In part

two (2), ORS verified expenses of $ 85,449 for current rate case expenses as of

9/3/2013. These charges included legal fees, capitalized time, administrative

expenses and consulting fees. ORS proposes to amortize current and previous

expenses over 5 years. The total proposed ORS adjustment of $49,625 is computed

using rate case expenses associated with Docket No. 2007-286-WS of $238,648

and current expenses of $85,449 divided by 5 years, less the per book amount of

$ 15,194.

~Ad' tl4 — ORSp p t II* p I 6 tb b fit ltd
with the salary adjustment for operators and office employees. ORS removed non-

allowable benefits that were included in the per book amounts. Total ORS

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201



Direct Testimony of jvana C. Gearheart

October 3, 2013

Docket No. 2013-201-WS Utilities Serpices of South Carolina, Inc.

Page 8 of 13

computed pension and other benefits was $ 129,612, less the per book amount of

$ 110,789, resulting in an adjustment of$ 18,823.

~AS' tls — ORSp p t (33,3363& t p .D '6
ORS's review it was discovered that the facility at 1223-A New Hope Road, is also

used by an affiliated company. Therefore the cost of rent must be allocated to all

users of the facility based on ERCs.

~AS' tld — B d th d tl 7th ORSW t dW

10

12

Department, ORS did not include the Company's adjustment for their proposed

Leak Mitigation Program. Further explanation of ORS's position regarding the

Company's proposed program is provided in the direct testimony of ORS Water

and Wastewater witness, Willie Morgan. Additionally, ORS proposes to remove

($20,760) ofmiscellaneous non-allowable expenses from various accounts.

13 ~AS' tll — ORSp p t II SW I tl p d dj tr t

14

15

16

17

18

19

20

21

22

plant additions, vehicles, computers, capital improvements, non-allowable plant,

capitalized time, and retirements. The details of the depreciation expense

adjustment are shown in Audit Exhibit ICG-5. The depreciation rates were

recommended by ORS Water and Wastewater witness, Willie Morgan. ORS's total

depreciation expense amounted to $297,514, less the per book amount of $362,166,

for a total adjustment of ($64,652).

A~d' Its — ORSp p t dj tth dl*tl rc t'6tl I Ald

of Construction ("CIAC"). The details of the amortization of CIAC adjustment are

shown in Audit Exhibit ICG-5. ORS's total CIAC amortization expense amounted
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to ($2,087), less the per book amount of ($2,045), for a total adjustment of ($42).

See Audit Exhibit ICG-5.

A~d' tip — ORSp p 3 dj tpyriit it& ithth dj td

10

12

test year salaries. The payroll taxes include Social Security, Medicare and

unemployment taxes. ORS updated taxes using current rates. ORS computed taxes

of $58,581, less the per book amount of $43,651, resulting in an adjustment of

$ 14,930.

A~d' t 20 - ORS p p t* dj t gr ipt 0 tiihy/

taxes atter accounting and pro forma adjustments. A total factor of .00963081,

comprised of the SC Department of Revenue factor of .003 and the PSC/ORS

factor of .00663081, was used to compute this adjustment. ORS proposes to

increase gross receipts taxes by $ 10,798.

13 A~d' t23-ORSp p t dj ti t ft tig dp

14

15

16

forma adjustments. ORS used a 5%o rate for state income taxes and a rate of 35%

for federal income taxes. Details of the computation of income taxes are shown in

ICG-6.

17 ~Ad' t22 — ORS p p t di ti fth pi t q iih

18

19

adjustment of ($ 19,473) as the Company has not been granted recovery of a plant

acquisition adjustment by the Commission.

20 A~d' t23 — ORSp p t th it td 'g 0 ti f

21

22

23

($ 1,286) from the per book amount for ratemaking purposes.

~Ad' t24 — ORSp p t dj t t gr~ g th tig d

pro forms adjustments. The growth factor of 0.02934% for water operations was
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provided by ORS witness Willie Morgan. There was no customer growth for

wastewater operations.

A~d' t 25 — ORS p p t d gt pl t I I by ($ 2,701,1157

10

12

13

14

for adjusted vehicle costs, computer costs, capital improvements, non-allowable

plant, capitalized time, and retirements through September 1, 2013. This reduction

results from adjusting the useful lives and allocation of various vehicles, the

removal of items improperly capitalized in years prior to the test year, and those

determined by the ORS Water/Wastewater Department as either relating to other

af5liated companies, or having been improperly capitalized during the test year.

ORS also recomputed capitalized time, and updated retirements, accordingly.

Several adjustments from Docket No. 2005-217-WS and Docket No. 2007-286-

WS were included by ORS in the calculation of net plant additions. These

adjustments were approved by Commission Orders but were not posted by USSC

to their books and records.

15 A~d' t26-ORSp p t I I d gm pl tl I 1 g Il dg

16

17

18

additions of $419,506 as of September 1, 2013. ORS reviewed the support

documentation for the proposed plant additions, and included only those plant

additions that were known and measurable, and providing service to present

19 customers.

20 A~d' t 27 — ORS p p t dj t I t d dpp I tl by $ 302,605

21

22

23

to reflect gross plant in service and depreciation associated with pro forms general

ledger additions, vehicles, computers, capital improvements, non-allowable plant,

capitalized time, and retirements.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columnbi, SC 29201



Direct Testimony of ivana C. Gearheart

October 3, 2013

Docket No. 2013-201-WS Utilities Services of South Carolina, Inc.

Page 11 of13

A~d' t20 — ORSp p t dj t h hl 0 pit l ft tl 0

and pro forma adjustments. ORS proposes to increase cash working capital by

$ 1,152. Details of this adjustment are included in Audit Exhibit ICG-7.

~Ad' t29 — ORSp p t dj tCIAChys42t 0 tth

of CIAC expense, as a result of ORS Adjustment 19.

A~d' t30 — ORS dth C p y 0 t th pl t 9 litt

adjustment of ($ 1,083,984) from rate base.

A~d' t 31 — ORS p p t y I I II hl I t t *p t

10

12

13

14

15

16

17

18

19

reflect the rate base afler accounting and pro forma adjustments, using the

capitalization ratio of 52 44% for debt and 47.56% for equity and a cost of debt of

6.58%. ORS computed an adjustment of ($ 167,040), resulting in allowable

interest expense of $359,164. See Audit Exhibit ICG-8 for ORS's computation of

interest expense. Details of the Company's capital structure can be found in the

testimony of ORS witness, Dr. Douglas H. Carlisle.

A~d' t32 — B 4 p ORSWt dW t t Dtp~ t I Itl

USSC's proposed rates would produce additional revenues of $ 1,381,431 for Water

Operations and $ 157,011 for Sewer Operations. Details of these adjustments are

shown in the direct testimony of ORS Water and Wastewater witness, Willie

Morgan.

20 A~d' t33 — ORSp p t dj t I II f th C py'1
22

proposed rate increase. Details of the adjustment for $50,794 are shown in the

direct testimony of ORS Water and Wastewater witness, Willie Morgan.
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I A~d' t34 — ORS p p t dj t ii tihi t I t 6 ith

2 the Company's revenues after ORS's proposed accounting and pro forma

3 adjustments. The adjustment of ($20,549) was provided by ORS Water and

4 Wastewater witness, Willie Morgan.

5 A~d' t33 — B d th dti fth ORSWt dW t t

6 Department, ORS did not include the Company's adjustment for their proposed

7 Leak Mitigation Program. Further explanation of ORS's position regarding the

8 Company's proposed program is pmvided in the direct testimony of ORS Water

9 and Wastewater witness, Willie Morgan.

10 A~d' t 36 — ORS p p t dj t g ipt d tiittyi

11 taxes for the Company's proposed rate increase. A total factor of .00963081,

12 comprised of the SC Department of Revenue factor of .003 and the PSC/ORS

13 factor of .00663081, was used to compute this adjustment. ORS proposes to

14 increase gross receipts taxes by $ 15,108.

15 A~d' t37 — ORSp p t dj ti t f th C p y' p d

16 rate increase. See Audit Exhibit ICG-6 for the computation of income taxes.

17 A~d' t33 — QRsp p t dj t t g mh ft th p p d

18 increase. The growth factor of 0.02934'/o for water operations was provided by

19 ORS witness Willie Morgan. There was no customer growth for sewer operations.

20 Q. PLEASE DESCRIBE THE REMAINING AUDIT EXHIBITS.

21 A.

22

23

Audit Exhibit ICG-5 details the computation of ORS's depreciation and

amortization expense adjustments. Audit Exhibit ICG-6 details the computation

of income taxes. Audit Exhibit ICG-7 details the calculation of the cash working
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l capital allowance and Audit Exhibit ICG-8 details the calculation of return on

2 equity.

3 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

4 A. Yes.
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Operating Expcricncc, Rnte Base and Rates of Return
For Ihc Test Year Ended December 31, 2012

Combined Operations

Audit Exhibit ICG-I

~Desct( tlon

Application
Per

Books
5

(2)
Accounting

&
Pro Forms

(3)
After

Accounting &
Pro Forms

(4)

Appgcant's
Proposed
Incrcasc

5

(5)
After

Applicant's
Proposed
Increase

5

Service Revenues - Water
Service Revenues - Sewer
Misceganeous Revmues
Uncogact ible Accounu

'i 970 1'l3

179,041
98.231

(41.990)
3?05,505

92,643
11,140
(1.313)

100?45

(A)
(A)
(Rl
(C)

2.967,998
271,684
109,371
(43,303)

3,305,750

1,381,431 (DD)
157,011 (DD)
50,794 (EE)

(20,549) (FF)
1,568,687

4,349,429
428,695
160,165
(63,852)

4.874.437

Salanes and Wages
Pumhased Power
Putchased Sewer & Water I Pass Through)
Purchas U Water - Supplemmtal
Maintenance and Repmr
Mmntenance Testing
Meter Reading
Chemicals
Tmmpotmtion
Oluvating Expcnsc Charged to Plant
Total

430,290
179,974
33,244

126,396
's90 411

132,680
59,729
96,059
70,106

(134.1841
I G84,716

(38,465)
(2,086)

0
0

48,551
(19,944)

0

(3 918)
(6,287)

(48.088)
(70,247)

(D)
(F-)

(F)
(G)

(II)
(I)
(J)

391,825
177,888
33,244

116 396
338,973
112,736
59,729
92,131
63,819

(181&72)
I? 14,469

391 815
177,888
33,244

126,396
338,973
111 736
59,729
92,131
63,819

(182,?72)
1.214.469

Sahries and Wages
Ogice Suppbes & Other ORice Expense
Regulatory Commission Expense
Pmsion & Othvv Bcaegu
Rmt
Insurance
Ogice Utilitim
Outside Services - Other
Miscellaneous
Toml

188,998
94,735
15.194

110.789
10 910
57,597

154.616
39 v02

(395)
681,646

44,705
(11,591)
49 615

18,823

( ID 35)
0
0
0

(20.760)
79,467

(K)
(L)
(M)
(N)
(O)

(p)

233,703
83,144
64,819

119 611
19,575
57,597

154,616
39,202

(21,155)
761,113

(GG)

233,703
83,144
64,819

129,612
19,575
57,597

154,616
39,202

(11 155)
761,113

Oeptvwiation
Amonization ol'CIAC
Taxes Other Than Income
Income Taxes - State & Fcdeml
Amonization of Plant Acquisition Adiustment
Total

361 166

(2,045)
550,123
(41 626)

19,473

887.091

(64,652)
(42)

15,718
80,772

(19.4731
1'i 333

(0)
(R)
(S)
(T)
(U)

297,514
(2,087)

575,851
38,146

0
909,424

0
0

15,108
594,244

0
609,352

297,514
(2,087)

590,959
632,390

0
1,518,776

2,853,453

35'2,052

31.553

68,692

2,885,006

420,744

609 351

959,335

3,494,358

1,380,079

Interest During Construction
Customer Growth

(I?86)
0

1,286
105

(V)
(VV)

0
105

0
'i53

0
358

Nct Income for Return 350,766 70,083 420,849 959.589 1.380.437

Gross Plant in Service
Accumulated Depreciation
Net Plant in Service
Cosh Working Capital
Contnbutions in Aid of Consuucuon
Accumulated Oefemd Income Taxes
Plant Acquisition Adlusunent
Customer Deposits

16,668,304
(2,640,365)
14,027,939

245,796
(123,238)

(1,622,415)
1,083,984
(141.395)

(2&81,609)
302.605

(1,979,004)
1,157

4v

0
(1,083.984)

0

(X)
(Y)

(Z)
(AA)

(RR)

14,386,695
GS337.760)
12,048,935

246,948
(113 196)

(1,6vv,415)
0

(141,395)

14,386,695
(2.337,760)
12,048,935

146 948
(113 196)

(1,622,415)
0

(141,395)

Total Rotc Base 13,470,671 (3,061,794)

1 61%

-5 47'/

lb.408.877

4.04'/

1.87'/

10,408,877

13.26'/

20,95%

526.204 (167,040) (CC) 359.164 359,164

Note: Return on Rate Rase in column ( I) is calculated by using Toml Opvvating Income divided by Total Rate Base.
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Operating Experience, Rotc Base and Rates of Return
For thc Test Year Ended Dcccmbcr 31, 2012

Water Operations

Audit Exhibit ICG-2

~Dcscri sion

Application
Pcr

Books
5

(2)

Accounting
&

Pro Farmo

(3)
After

Accounting &
Pra Forms

(4)

Applicant's
Proposed
Incrcose

5

(6)
Ager

Applicant'
Proposed
Incrcasc

5

Service Revenues - Water
Miscellaneous Revenues
Uncogcctible Accounts

2,970,223
93,044

(39,773)
3,023,494

(2,225)
11,265

101

9.141

(A)
(D)
(C)

2,967,998
104,309
(39,6721

3,032,635

I 381 431 (DD)
49,070 (EE)

(18.451) (FF)
1.412.050

4,349,429
153,379
(58,123)

4,444,685

Salaries and Wages
Purchased Power
Pmehased Water - Pass Through
Pmchascd Water - Supplemental
Maintenance and Repair
Maintsvtmcc Testing
Meter Reading
Chemicals
Transponation
Operating Expense Charged to Plant
Toml

407,571
165,077
33344

126,396
239,814
106,016
56,575
90,987
66,404

(127.0991
1.164,985

(36,434) (D)
(2,165) (E)

0
0

65,988 (F)
(19,944) (G)

0

(3,721) (II)
(5,590) (I)

(45,549) (J)
(47,415)

371,137
162,912
33,244

126,396
305,802

86,072
56,575
87,266
60,814

(172.648)
1.117.570

(GG)

371,137
162,912
33,244

126,396
305,802

86 071
56,575
87,266
60,814

(172,648)
1,117,570

Salaries and Wagm
0 (lice Supplies & Other OITicc Expense
Regulatory Commission Expense
Pension & Other Bmefits
Rent
Insurance
OAice Utilitic»
Outside Services - Other
Misceganmus
Total

179,019
82,128
14,392

104,939
19,806
54,556

146,452
37,132

(374)
638,050

41 345 (K)
(3,374) (L)
47,002 (hi)
17,829 (N)
(1,335) (0)

0
0

(19,664) (P)
82,803

221,364
78,754
61,394

122,768
18,471
54,556

146,452
37,132

(20,038)
720,853

221,364
78,754
61,394

122,768
18,471
54,556

146,452
37,132

(20.038)
720,853

Ocpnutauon
Amortization of CIAC
Taxes Other Than Income
Income Taxes - State & Fedaul
Amonization ol'plant Acquisition Adjustment
Total

340,740
(2,045)

521,076
(40,375)
19,473

838,869

(62,563) (tj)
(42) (R)

13 421 (8)
56,902 (Tj

(19,473) (Uj
(1.755)

278,177
(2,08 7)

544,497
16,527

0
837,114

0

0
13,599

534,908
0

548,507

278,177
(2,087)

558,096
551,435

0
1,385,621

2,641,904

381,590

33.633

(24,492)

2.675.537

357,098

548,507

863,543

3.224.044

1,220.641

Interest During Consuuction
Customer Growth

(1,218)
0

1.218 (V)
105 (VV)

0
105

0

253
0

358

380 371 (23.169) 357.203 863,796 1220.999

Grass Plant in Service
Accumulated Depreciation
Ne( Plant in Service
Cash Working Capital
Contributions in Aid ol'Construction
Accumulated Del'erred Income Taxes
Plant Acquisition Adjustment
Customer Deposits

Totol Rate Base

15,617,584
(2,557,662)
13,059,922

225,3 80

(123,238)
(1,536,751)
1,083,984
(133.929)

12,575,368

(2,215,895) (X)
295,870 (Y)

(1,920,025)
4,423 (Z)

42 (AA)
0

(1.083,984) (BB)
0

(2.999.544)

13.401,689
(2 261 791)
11,139,897

229,803
(123,196)

(1.536,751)
0

(133 919)

9.575.824

13,401,689
(2261.792)
11,139,897

229,803
(123,196)

(1,536.751)
0

1133,929)

9.575.824

3.02'/ 3 73% 1275'%3

90'/, 0 88%

498.420 (168,001) (CC) 330,419
Note: Rnum an Rate Base in column ( I ) is calculated by ustng Total Optvating Income divided by Total Rate Base.

20 04%

330,419



Utilities Scrviccs of South Carolinn, Inc.
Docket No. 2013-20 I-WS

Opernting Expcricncc, Rnte Ense and Rntes of Return
For thc Test Year Ended December 31, 2012

Scwcr Operations

Audit Exhibit ICG-3

~DescrI lion

Applicntion
Per

Rooks
5

(2)
Accounting

&
Pro Formn

(3)
After

Accounting &
Pro Forms

&4)

Applicant's
Proposed
Increase

5

(6)
After

Applicant's
Proposed
Increase

5

Service Revenues - Sewer
Miscellaneous Rcvcnucs
Uncollectible Accounts

179,041
5,187

02? 17)
182,011

92 643
(125)

(1,414)
91,104

(A)
(R)
(C)

271,684
5,062

(3.631)
273,115

157,011 (DD)
1,724 (EE)

(2.098) (FF)
156,637

428 695
6,786

(5,729)
429,752

Salaries and Wages
Pumhased Power
Putchascd Sewer
Maintenance and Repair
Maintenance Testing
Meuu Rmdtng
Chemicals
Ttansponation
Opcmting Exptxtsc Charged to Plant
Total

12 719
14,897

0
50,608
26 664

3,154
5,072
3,702

(7,085)
119.731

(2 031)
79

0

(17,437)
0
0

(207)
(697)

(2.539)
(22 g31)

(D)
&E)

(F)
(G)

(H)
(I)
(J)

20 688
14,976

0
33,171
26,664

3,154
4,865
3,005

(9 624)
96,899

20,688
14,976

0

33,171
26,664

3,154
4,865
3,005

(9,624)
96,899

Salaries and Wagm
0 I)ice Supplies & Other 0Aice Expense
Regulatory Commission Expense
Pension Et Other Benelits
Rent
Insumnce
Ollicc Utilities
Outside Services - Other
Miscellaneous
Total

9,979
12,607

802
5,850
1,104
3,041
8,164
2,070

&21)

43,596

2 360 (K)
(8 s I 7) (L)
2,623 (hl)

994 (N)
0 (0)
0
0
0

(1,096) (P)
(3.336)

12 339
4,390
3,425
6,844
1,104
3,041
8,164
2,070

(1,117)
40?60

(GG)

12,339
4,390
3 4't5

6,844
1,104
3,041
8,164
2.070

(1.117)
40260

Depreciation
Amonization of CIAC
Taxes Other Than Income
Income Taxm - State &. Fedeml
Amortization of Plant Acquisition Adjustmcnt
Total

21 426
0

29,047
(2 251)

0
48 'tg't

(2,089) &0)
0 (R)

2,307 (5)
23,870 (T)

0 (U)
24.088

19,337
0

31,354
11 619

0
72,310

0
0

1,509
59,336

0
60,845

(HH)
(H)

19,337
0

32 863
80,955

0
133.155

211,549

(29,538)

(2,080)

93,184

209.469

63,646

60,845

95,792

270,314

159,438

Interest During Construction
Customer Growth

(68)
0

68 (V)
0 OV)

Net Income for Return (29,606) 93 v52 63,646 95,792 159.438

Gmss Plant in Sctvicc
Accumulated Depreciation
Net Plant in Service
Cash Working Capital
Contributions in Aid of Construction
Accumulated Deferred Income Taxes
Plant Acquisition Adjustment
Customer Deposits

I 050 710
(82 703)
968,017
20,416

0
(85,664)

0
(7,466)

(65,714) (X)
6,735 (Y)

(58,979)
&3?71) (2)

0 (AA)
0
0 (88)
0

985,006
(75.968)
909,038

17,145
0

(85,664)
0

(7,466)

985,006
(75,968)
909,038

17,145
0

(85,664)
0

(7,466)

Totitl Rate Rase

Return on Rate Base

895.303

-3 31%

-31 53%

(62?50) 833,053

7 64%v

12 78%

27 784 961 (CC) 28 745

Note: Return on Rate Base in column ( I ) is calculated by using Total Opsvadng Income dividsvl by Total Ra(c Base.

833.053

19 14%v

30 41%

28,745



Aadlt Exhibit (c~
I a(6

Utilitics Services oF South Carolina, inc.
Docket Pfo. 2013-201-'IVS

Explanation of Accounting and Pro Forma Adjusimcnls
For Ihc Test Year Ended Dcccmbcr 3), 20(2

Dcscri lion

S S

Combined VVa(cr

0 era(iona 0 crntions

3
Setvel'
crntions

count(a and Pro Fo m d us)men s

(Al Sect(ca Rcvcnucs

I To adjust service revenues lo rencct test year customer bininns

Pcr ORS

rm ussc

90.4(8 (2.225 92 643

(37.9971 (38.9411

(R) anscea&aeous Reveaoes

2 To adjust miscdbncous revcnucs lo tencct inmcose in late payment
and notification fees and otlur revenues

Pcr ORS

rm ussc

IC) Caconcctlble Accounts

I I.(40 11265 (125)

3 To odjust uncoacciibl«occounts to ref(em accountins and pm (orna
sdiustmcnts to suvicc revenues.

Pcr ORS

Per USSC

1.313)

52( (12)

10( (1.4)4)

~tufa nun~so
(Dl Sal&ties & spaces

4 To amus(ice opcmtots'alaries fort)re test year.

Per ORS

Pcr USSC

(38.465)

(34,698)

(36.434)

(33.9891

(2.03 0

(709

(El Puccbascd Pacer

5 ORS abvees wills USSC od)ustmcnc

Pcr ORS

Pcr USSC

(2.086)

2.086)

(2 165)

(2.(65) 79

(Fl Molatcaaace aad Rcpalr

6 To ad iust For a net increase in maintenance and repair «xprnsc

Per ORS

Per USSC

48.551 65.988 (17,4371



Audit Exblblt ICO4
2 oF6

Util(tice Services of South Carolina, lnc.
Docket No. 20(3-20 2-TVS

Explanotion of Accounting and Pro Forms Adjustmcnts
For thc Test Venr Ended Dcccmher 31, 2012

Descri tlon

5 5
Combined TVatcr
0 crations 0 crotions

5
Sctvel'

crnilons

(G) a(ala(seance Test(ac

7 To rcmove Dt(EC Safe Drinking Water Pcm

Pcr ORS

pc ussc

(19.9441 (19.944)

(ll) Cbcmlcals

8 ORS proposes lo ad)us) for nononousblcs items

Pcr ORS

rm ussc

(3.9281

1.166)

(3.721

1.193)

(207

27

(II Traasportatlon

9 To adjust For unscaled uansportat ion cxpcnsc including fact nnd oulo
retorts.

PcrORS

rer ussc

(62871

(3.88 1)

(S.S901

(4.080)

1697)

199

(Jl Operotlug Etpeuses Cbargcd to Plant

10 To odjust opersttng expense clmrbud io plant (capitalized time) for
actual salary expenses and nssociatnl laxes and bene(its.

Per ORE

rmussc

(48.088

2.796 3.815 (1.019)

45.5491 (2.5391

Dtnttdg'dmnm

(Kl Salaries tk )Vases

I I To annualize oflice salaries for tlu lest year

PcrORS

pcr ussc

44.705

17.432

42.345

16.644

2.360

788

(L) Omce Suppnes d Otber Olnce Expeasc

12 To remove nonanowabl«amounn For (inca and other items.

Per ORS

rmussc

(11.5911

(8.0291

(3.374) 182171

(8.0291

(611 Reculstorv Commission Expcasc

13 To amonizc cunent and previous rate case «xpenscs aver o live year
perimi

P«r ORS

Pcr USSC

49.62S

137.155

47.002

129.908

2.623

7247



Auda Eshlbit ICO-I
3of6

Utilitics Services ofSouth Carolina, Inc.

Dockc( No. 2013-208-8VS
Explanotion of Accounting and Pra Fornta Adjuslmenls

For the Test Year Ended Dcccmhcr 3(, 2082

Dcscri (ion

5 5

Combined SVatcr
0 erntlons 0 era(iona

5
Solver

0 era(iona

(Nl Pens(os th Olbcr Reseals

14 To annualize pcnsion und ntlter beneftn associstml wah the adjusted
test Veer salaries.

Pcr ORS

Pw USSC

18.823

14.021

17.829

13.)92

(0) Rent

IS To rcmove adilistcd Company's ponion of thc mni.

Pcr ORS

Pcr USSC

(1.3351 (1.3351

(Pl Itnsccnsncous

16 To remove normgonuhlc slams

Per ORS

Pcr USSC

(Q) Depreciation Expense

16.047 15.(21

(20 7601 (19.664 1.096

926

17 To annualize depreciation expense for hnoun and mcasutablc planl in
sctvlec

Pcr ORS

Per USSC

(64.6521

126.4751

(62.563)

(26.783)

(2 0891

308

(Rl Amornmlloa o(Coalrlbutlons ls Aid of Cosa(rue(los (CIAC)

18 To annualize tin omoniza lion of C (AC expcnsc

Pcr ORS

Per USSC

igl TmcsOtbcr

Thus(acorns

42)

(171

421

(17()

19 To adjust psyrog macs assoc istctl with dm adjusted teal yeor salarie.

Per ORS

Pcr USSC

14,930

15,497

!4,142

14.591

20 To adjust gmss receipn and utility/commission exes aher dw
accounting and pro Forms adjuslmcnts wings factor of 00963081
(.003 for SCDOR and .0066308( For PSC ORS )

Pcr ORS

Per USSC

10.798

(355)

9279

(3641

1,519

Total Per ORS

Total Per USSC

25.728

15.142

23 421

14227

2.307

915



Audit Exhibit ICG-I
4 oF6

Utit(ties Services of Sou(b Csroiina, inc.

Docket No. 2013-20 I-'kVS

Expinns(ion ofAccoundng nnd Pro Forms Adjuslmenls
For Ihe Test Venr Ended December 31, 2012

Dcscri lion

3 3
Combined 'kVnler

0 erg(lone 0 era(iona

3
Sewer

0 era(iona

(T) Incnme Taxes

21 To adjust stale and fcdcral income texas oner occouating and pm
fonna odiusimrnts Scc Ands Sxhilat ICG-6

Pcr ORS

Pcr USSC 79,663 50.275 29,388

$0 772 56,902 23 870

(U) Amnrtlaatlon o(P(enl Acquisition Ad)ustment

22 To rrmoie the ainonmsuon oF Plant Acnuninon Adluslmmu.

Pcr ORS

Prr USSC

119373 19.473

(ST Intcrcst Durinc Construction GDC)

23 To climinatc (DC for rotc making purposes

Per ORS

Pcr USSC

1.286

1.286

1.21$

1.218

6$

68

0'l l Custumer Growth

24 To adjust for nu/omcr gromh ager the accounting and pro fonaa
adjustmcnts. Thc growth fomoroF 02934 'or ster was ciunputcd
bv the Wa/cr snd Wos/cwater Droattmcnt

Pcr ORS

Pcr USSC

(Rl Gross Plant In Semlce

)05 105

25 To sdjun plant m scrvicc for nonsgawablc ilcms, recalculated
capita(ised lime and retircmeni ~ as of Decembrr 31. 2012.

Pcr ORS

Per USSC

12,701,(IS) (2.615,0761 (86,039)

(460 692) (435,064) (25.628)

26 To orbust grass plant in «nice for nct G/L additions accmring ager

thereat 

)car

Per ORS

Pcr USSC

Total Per ORS

Total Pcr USSC

(Y) Accumulated Dcnreclstlon

419.506

1,275.947

2 2$ 1.609

399,18 1

708,733

2 215 895

20,325

567.214

65 714

815 255 273.669 541.586

27 To rcducc accumulated dcprcciaaon For pro forms ploni
odduions,rraremcnts. nonagowoble iicms ond rccnlculotcd capita(mad
time, m wcg as, depreciaiion for vehicles and computcm.

Pcr ORS

Pcr USSC

302.605

224.356

295.870

20$ ,80$

6.735

15.54$



Audit Esblblt ICGm
5 u(6

U((lit(ca Services of Sou(It Carolina, Inc.

Docket No. 2013-201-'IVS

Explanation of Accounting and Pro Formn Adjustmenls
For the Test Year Ended Dcccmber 31, 2012

Dcscri (ion

S 3

Combined SVater
0 crations 0 crntions

S

Sc'tvcl

0 erat(one

(21 Cash 'lrorblaa Caoltsl

2S To adjusl caslt «orbing capital aher accounting and pro fonna
adiustmcnts. See Audit Exltibit ICG.7.

Pec ORS

Per USSC

1.152

18.116 18.009

(3.271)

107

(AA) Conlrlbutloos la Aid of Construction (CIAC)

29 To adjust CIAC to renew tbc amortization o(CIAC expense as a result
ol'ORS Adiustmcnt 19.

Pcr ORS

Per USSC

4s

167

42

167

(BB) Plaal Acmhltlon Ad(us(meat

30 To rcmove dtc Punt Acquisition Adjustment from Rate Base

Prr ORS

Pcr USSC

(1.083.984)

(1.083.984)

(1.083.984)

(1.083.9841

(CC) lnlcrcsl Etpcasc

31 To adjust interest on debt using a 52 44'nd 47 56".debl ro equity
ralio and 6.5S% cost o(debt. ORS computed allowable in)nest
expense oacr accounting snd pro Ibrma adjuslments See Audit
Exltibit ICC-S.

Pcr 0RS

Pcr USSC

I G7 040) (168 0011

(G0.641) (83.157)

961

22.516

(OB) Service Revcaacs

32 To adjust wotcr and sewer service mvenws for ORS's recalculation o(
tlw ConeanVs proposal ratc increase

Per ORS

Pcr USSC

1.538.442

1.468.356

1.381.431

1.3G4.339

157.011

104.017

(EE) hnsccusacous Revenues

33 To adjust misccnancous revenues for ORS's rccalculotion o(dm
Comoanv's orooosml mtc incrcasc.

Per ORS

Pcr USSC

50.794 49.070 1.724

(FF) Uoconccrlblc Accounts

34 To adjust (or uncoucctiblc accounts associatul with lbe Company's
orooosctl ratc ittctwtsc,

Pcr ORS

Pec USSC

120.5491

(19.557)

(18.4511

(18.2691

12.098)

(1.288)



Audit Exhibit ICO4
6o(6

Utililics Services of South Caro(inn, Inc.

Docket No. 2013-20(-TVS
Explanation af Accounting and Pro Formn Adjus(ments

For tlie Test Year Ended Dcccmbcr 31, 2012

Dcscri (ion

5 5
Combined TVater
0 era(iona 0 era(iona

5
Sewer

0 erat(one

ttntudkm~n
(GG) itnsccnaacous

35 To odjust misccuancous cxpmues related lo Company's reeuestwl
tush h(b(mr(on Proamm

Pcr ORS

Pcr USSC 7.342 6.822 5'to

(ill(i Taxes Other Tbaa tacoma

36 To adjust bunts receipts and ulility'commission lsxes amocialed with
tits Company's proposed incmsse using a factor of 00963081 (.003 Iot
SCDOR and .00663081 fur PSCIORS l.

Pec ORS 15.108 13.599 1.509

Pcr USSC 13.738 12.765 973

(Ul Income Tares

37 To odjust slate and federal income (mrs associated wilh dw
Company's pmposcd increosc Scc Audii Exhibit ICG-6.

Per ORS

Pcr USSC

594.244

546. 103

534.908

507.380

59.336

38.723

(JJI Customer Gro»th

38 To odjust for customer beeutlt sacr proposed inness» Tits beowtlt
famer of 02934% for»uter was computed by tltc Water and
Wttstcwstcr Dcmttatcttt.

Per ORS

Pcr USSC

253 253



I/tilltics Services of South Carolina, Inc.
Depreciation and Amortization Expense Adjustments

Docket No. 2013-201-VVS
For thc Test Year Ended Dcccmbcr 31, 2012

Audit Exhibit ICG-5

Dc recintion Ad ustmcnt
Gross Plant@ 1&131/12

Add;
Net Plant Additions Adjustmcnt @09/Ol/13

Less:
Organization I 09/01/13
Land (N 09/01/13
Vehicles @ 09/01/13
Computers @ 09/01/13

Nct Plant

Plant Dcprcciation @ 1.5% (66.67 years)

Combined~O
16,668,304

(2,28 1,609)

(233,231)
(242,309)
(247,173)
(589,586)

13,074,396

196,116

VVatcr

~O
15,617,584

(2,215,895)

(207,814)
(241,499)
(232,397)
(558,435)

12,161,544

182,423

Sewer~O«
1,050,720

(65,714)

(25,417)
(810)

(14,776)~3). 3 )

912,852

13,693

Vehicles@ 09/01/13
Less: Fully Depreciated Vehicles
Nct Vehicles

Vehicle Depreciation @ 16.67% (6 years)

247,173
(81,011)
166,162

27,700

232,397~7.73))
155,666

25,950

14,776
(4,280)
10,496

1,750

~Com utcrs (N 09/01/13
Less; Fully Depreciated Computers
Net Computers

589,586
0

589,586

558,435
0

558,435

31,151
0

31,151

Computer Depreciation @ 12.5% (8 years)

Total Dcprcciation

Less: Pcr Books Dq)rcclation

ORS Adjustmcnt

Company's Adjustment

Amortization of CIAC Ad ustment
Gross CIAC @ 12/31/12
Ad(L 2013 CIAC
Add: Purdy Shorm CIAC
Less: Purdy Shores Accumulated CIAC
ORS Adjusted CIAC

73,698

297,514

362 166

(64,652)

(26,475)

(136,567)
(4,950)
2,500
(126)

(139,143)

69,804

278,177

340,740

(62863)

(26,783)

(136,567)
(4,950)
2,500
(126)

(139,143)

3,894

19,337

21.426

(2,089)

308

CIAC Amortization I 1.5% (66.67 years)

Less; Per Books Amonization of CIAC

ORS Adjustmcnt

Company's Adjustmcnt

(2,087)

(2,045)

(42)

(171)

(2,087)

(2,045)

(42)

(171)



Utllitics Services of South Carolina, Inc.
Docket Ntx 2013-201-VVS

Computation of Income Taxes
For the Test Year Ended December 31, 2012

Audit Exhibit ICG-6

After Accountin dr Pro Forms Ad ustmcnts
5

Combined
5

XVater
5

Scwcr

Operating Revenues
Operating Expenses

3,305,750
2,846,860

3,032,635
2,659,010

273,115
187,850

Net Operating Income Before Taxes
Less: Annualized Interest Expense

458,890
359,164

373,625
330,419

85,265
28,745

Taxable Income - State
State Income Tax %

99,726
5 Ooio

43,206
5.0"o

56,520
5.0%

State Income Taxes
Less: State Income Taxes Per Book

4,986
32,053

2,160
30,361

2,826
1,692

Adjustmcnt to State Income Taxes

Taxable Income - Federal
Federal Income Taxes 'io

Federal Income Taxes
Less: Federal Income Taxes Per Book

Adjustmcnt to Fcdcrnl Income Taxes

Totnl Adjustmcnt to Income Taxes

(27,067)

94,740
35.0%

33,159
(74,680)

107,839

80,772

(28.201)

41,046
35.0%

14,366
(70,737)

85,103

56,902

1,134

53,694
35.05o

18,793
(3,943)

22,736

23,870

After A Iicnnt's Pro used increase
$

Combined
5

XVatcr
5

Scwcr

Operating Revenues
Operating Expenses

4,874,437
2,861,968

4,444,685
2,672,609

429,752
189,359

Net Operating Income Before Taxes
Less: Annualized Interest Expense

2,012,469
359,164

1,772,076
330,419

240,393
28,745

Taxable Income - State
State Income Tax %

1,653,305
50 0

1,441,6575.0o'11,648
5 0%o

State Income Taxes
Less; State Income Taxes As Adjusted

82,665
4,986

72,083
2,160

10,582
2,826

Adjustment to State Income Taxes

Taxable Income - Federal
Federal Income Taxes %

Fedeml Income Taxes
Less: Federal Income Taxes As Adjusted

Adjustmcnt to Federal Income Taxes

Total Adjustmcnt to lacomc Taxes

77,679

1,570,640
35 0'io

549,724
33,159

516.565

594,244

69,923

1,369,574
35.0%

479,351
14,366

464,985

534,908

7,756

201,066
35.0;o

70,373
18,793

51,580

59336



Audit Exhibit ICG-7

Utilities Services of South Carolina, Inc.
Docket No. 2013-201-WS

Cash Working Capital Allowance
For the Test Year Ended December 31, 2012

After Accountin dt Pro Forms Ad'ustments

$
Combined

~O

$
Water

~O

$
Sewer~Oti

Maintenance Expenses
General Expenses

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital

Cash Working Capital - Application Per Books

1,214,469
761,113

1,975,582

12.50%

246,948

245,796

1,117,570
720,853

1,838,423

12.50%

229,803

225,380

96,899
40,260

137,159

12.50%

17,145

20,416

Cash Working Capital Adjustment - ORS
Accounting dt Pro Forma Adjustment 1,152 4,423 (3,271)

Cash Working Capital Adjustment - USSC 18,116 18,009 107
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BEFORE

THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

DOCKET NO. 2013-201-WS

Application of Utilities Services of South
Carplina incorporated fpr Adjustment pf ) CERTIFICATE OF
Rates and Charges ) SERVICE

This is to certify that I, Faith E. Shehane, have this date served one (1) copy of the

DIRECT TESTIMONY & EXHIBITS OF WILLIE J. MORGAN, DOUGLAS H.

CARLISLE, AND IVANA C. GEARHEART in the above-referenced matter to the person(s)

named below by causing said copy to be electronically mailed as shown below:

Utilities Services of South Carolina Inco orated

Charles L.A. Terreni, Esquire
and
Scott Elliott, Esquire

charles.terreni a terrenilaw.com

atth E. Shehane

October 3, 2013
Columbia, South Carolina


